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LIMITED OFFICIAL USE NAIROBI 6530 

PASS TREASURY 

E.O. 11652: N/A 
TAGS: EFIN, KE 

SUBJECT: GOK INITIALS TAX TREATY WITH WEST GERMANY 
REF: STATE 16641 

1 . FRG INITIALLED TREATY FOR AVOIDANCE OF DOUBLE TAXATION WITH 
GOK MAY 17, BRINGING NUMBER OF SUCH AGREEMENTS SIGNED DURING 
LAST EIGHT MONTHS TO THREE (INCLUDING U.K. AND ITALY). ALL THREE 
ARE AWAITING RATIFICATION. 

2. EMBOFF DISCUSSED CONTENTS OF FRG-GOK AGREEMENT WITH GERMAN DIP 
LOMATIC OFFICER WHO HAD ONLY GERMAN TEXT AVAILABLE. GENERAL RE- 
VIEW OF DOCUMENT GAVE EMBOFF IMPRESSION THAT TREATY FOLLOWS VERY 
CLOSELY ON MODEL TREATY GOK PROVIDED US TREASURY TEAM VISITING 
NAIROBI IN JANUARY 1977. MANAGEMENT FEES WERE TREATED IN ARTICLE 
TOGETHER WITH ROYALTIES AND WERE TAXABLE AT MAXIMUM 15PCT RATE. 
NOTABLE DIFFERENCE FROM 1973 US-KENYAN DRAFT (AND KENYAN 1976 
MODEL) WAS PROVISION TO TAX PROFITS DERIVED FROM OPERATION OF 
INTERNATIONAL SHIPPING IN STATE WHERE EFFECTIVE MANAGEMENT OF 
ENTERPRISE IS LOCATED. 

LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 02 NAIROB 06530 25 1426Z 

3. FRG OFFICIAL BELIEVED AGREEMENT WOULD BE SUBSTANTIAL BENEFIT 
TO GERMAN BUSINESS COMMUNITY IN TERMS OF CORPORATION TAXATION 
BUT THOUGHT HIS NATIONALS WOULD FACE INCREASED TAXATION ON 
PRIVATE INCOME, SINCE THEY EFFECTIVELY LOSE SEVERAL DEDUCTIONS 
POSSIBLE UNDER GERMAN BUT NOT KENYAN TAX LAW. 

BECON 5/25/78 
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